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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: December 31, 2016 
  
APPLICANT: Johnson City Medical Center 
 400 North State of Franklin Road 
 Johnson City, Tennessee 37604 

 
CONTACT PERSON: Tony Benton, Vice President, Chief Operating Officer 
 400 North State of Franklin Road 
 Johnson City, Tennessee 37604 

 
COST: $2,023,108 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, Johnson City Medical Center(JCMC) seeks Certificate of Need (CON) approval for the 
addition of a 1.5 Tesla magnetic resonance imaging (MRI) scanner to be located on the main 
campus located at 400 N. State of Franklin Road, Johnson City, Tennessee 37604.  This project will 
not involve any other service for which a CON is required. 
 
Johnson City Medical Center is the flagship hospital for Mountain States Health Alliance (MSHA), a 
large integrated not-for-profit health care system based in Johnson City.  A chart containing the 
organizational structure of MSHA is located in Attachment A-4B. 
 
The total project cost is $2,023,108 and will be funded through cash reserves as attested to by the 
Chief Financial Officer in Attachment B, Economic Feasibility-2. 
 
This application has been placed on the Consent Calendar.  Tenn. Code Ann. § 68-11-1608 Section 
(d) states the executive director of Health Services and Development Agency may establish a date 
of less than sixty (60) days for reports on applications that are to be considered for a consent or 
emergency calendar established in accordance with agency rule.  Any such rule shall provide that, 
in order to qualify for the consent calendar, an application must not be opposed by any person 
with legal standing to oppose and the application must appear to meet the established criteria for 
the issuance of a certificate of need.  If opposition is stated in writing prior to the application being 
formally considered by the agency, it shall be taken off the consent calendar and placed on the 
next regular agenda, unless waived by the parties. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
JCMC is a regional tertiary referral center that provides high acuity services and as such, JCMC 
receives patients from across the entire MSHA service area; however, the majority, or 77% of their 
patient volume comes from Carter, Green, Sullivan, and Washington counties.  The following chart 
contains the 2016 to 2020 projected population for this service area. 
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County 2016 Population 2020 Population % of Increase/ 

(Decrease) 
Carter 58,138 58,375 0.4% 
Greene 72,512 74,656 0.3% 
Sullivan 158,938 159,749 0.5% 
Washington 133,817 140,905 5.3% 

Total 423,406 433,685 2.4% 
       Tennessee Population Projections 2000-2020, 2015 Revised UTCBER, Tennessee Department of Health 
 
The applicant’s proposed project is an addition of a 1.5 Tesla MRI scanner to the main campus of 
the JCMC located at 400 North State of Franklin Road in Johnson City, Tennessee.  The addition of 
this MRI will be added to the services provided to inpatients, outpatients, and patients requiring 
emergency services.  The clinical applications include MRI procedures requiring sedation, 
anesthesia, for both adults and pediatric patients.  Other clinical applications include advanced 
neurology capabilities with diffusion/perfusion, orthopedic imaging, high resolution angiography, 
abdominal imaging, and total body imaging utilized for oncology studies. 
 
JCMC currently has 2 fixed MRI units at its main campus, as well as 1 fixed unit at Mountain States 
Imaging at Med Tech Park.  The following chart shows the utilization of the service area MRIs 
according to the HSDA equipment registry. 
 
The average number of procedures at JCMC, including the unit at Mountain States Imaging at Med 
Tech Park was 3044 in 2015.  The 2 units on JCMC’s main campus average 3234 procedures per 
unit in 2015.  The HSDA Medical Equipment Registry data from 2015 demonstrates that the 
average number of procedures per unit in the service area was 2875 procedures per unit, which 
was just under the 2880 per unit, and will likely exceed that number in 2016. 
 
 

Service Area MRI Utilization 
County Facility Number 

of Units 
2013 2014 2015 

Carter Sycamore 
Shoals Hospital 

.85 1719 1880 1818 

Carter Medical Care 
PLLC 

.15   126 

Greene Laughlin 
Memorial 
Hospital 

2 3159 3248 3284 

Greene Takoma 
Regional 
Hospital 

1 1610 2224 1880 

Sullivan Appalachian 
Associates PC 

1 214 183 0 

Sullivan Bristol Regional 
Medical Center 

2 6323 6151 8452 

Sullivan Holston Valley 
Imaging 

3 8787 6516 8970 

Sullivan Holston Valley 
Medical Center 

1 3326 2867 3148 

Sullivan Indian Path 
Medical Center 

1 2807 2913 3173 

Sullivan Meadowview 
Outpatient 
Diagnostic 

Center 

1 4350 4187 4178 

Sullivan Sapling Grove 
Outpatient 
Diagnostic 

Center 

1 2245 2231 2158 

Sullivan Volunteer 
Parkway 

1 1239 1153 1413 
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Imaging Center 
Washington Appalachian 

Orthopaedic 
Associates 

1 188 123 0 

Washington Franklin Woods 
Community 

Hospital 

1 3529 3772 4432 

Washington Johnson City 
Medical Center 

2 6617 6575 6467 

Washington Mountain States 
Medical Center 
at Med Tech 

Pkwy 

1 2448 2328 2666 

Washington Watauga 
Orthopedics  

1 2337 2221 2465 

 Total 21 50,496 48,572 54,630 

HSDA Equipment Registry 
 
The service area utilization is 90.3% of capacity, while JCMC is 112.3% of capacity (2880). 
 
The applicant believes that adding a new 1.5 Tesla MRI is the most cost effective way to address 
the need for MRI procedures and reduce the lengthy wait times that are currently being 
experienced. 
 
The applicant does not believe the additional MRI at JCMC will negatively impact other providers in 
the service area. The additional capacity will provide access for those seeking highly complex 
procedures offered at JCMC. 
 
TENNCARE/MEDICARE ACCESS: 
The applicant participates in the Medicare and TennCare/Medicaid programs.  JCMC contracts with 
AmeriGroup, United Healthcare Community Plan, BlueCare, and TennCare Select. 
 
The following chart provides the applicant’s projected payor sources for year one. 
 

 Year 1 Projected 
Revenue 

% of Total 

Managed Medicare/Managed Care $1,847,024 38.7% 

TennCare/Medicaid $959,307 20.1% 
Commercial/Other Managed Care $1,589,300 33.3% 

Charity/Self-Pay $157,498 3.3% 

Other $219,543 4.6% 

Total $4,772,673 100% 

 
 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located page 31 of the application.  The 

total project cost is $2,023,108. 
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Historical Data Chart: The Historical Data Chart is located in Supplemental 1.  The 
applicant reported 130,407, 129,559, and 129,415 patient days in 2014, 2015, and 2016, 
with net operating revenues of $29,995,815, $60,004,703, and $50,311,956 each year 
respectively. 

 
Projected Data Chart: The Total Projected Data Chart is located in Supplemental 1.  The 
applicant projects 112,079 patient days in 2018 and 111,866 patient days in 2019 with net 
operating income of $55,768,000 and $57,837,000, each year, respectively. 
 
The Projected Data Chart for Total Johnson City Medical Center MRI Services is located in 
Supplemental 1.  The applicant projects 10,365 and 10,373 inpatient and outpatients 
procedures in 2018 and 2019, with a net operating income of $2,074,970 and $2,116,902 
each year, respectively. 

 
The applicant provides their gross charges, deductions from revenue, and average net charge 
below. 
 

Average Gross, Deduction, and Net Charges 
 Previous 

Year 
Current 

Year 
Year 1 Year 2 % 

Change 
Gross Charge $4,093 $3,911 $4,554 $4,594 17.5% 

Deduction from Revenue $3,560 $3,371 $4,126 $4,164 23.5% 

Average Net Charge $533 $540 $428 $430 -20.4% 

 
The applicant’s charges compare favorably with other hospitals across Tennessee. 
 
JCMC currently has 7.9 FTE MRI technologists and project adding 1.0 FTE for a total of 8.9 FTE 
MRI technologists in year one of the project. 
 
JCMC had three options they considered in regard to this project.  The first option was to maintain 
the status quo.  This was rejected because the 4 weeks wait time for adult moderate sedation 
procedures and 5.5 weeks wait times for pediatric moderate sedation procedures; and 2 weeks for 
anesthesia procedures for adult and pediatric were unacceptable.   
 
The applicant considered the initiation of mobile MRI services but this was rejected due to cost and 
location.  The applicant determined the purchase of a 1.5 Tesla scanner was the most cost 
effective and clinically appropriate solution. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The applicant states they work closely with other healthcare providers in the region including 
MSHA hospitals in their network, East Tennessee State University James H. Quillen College of 
Medicine, local nursing homes, clinics and other healthcare providers.  Additionally, East Tennessee 
State University has an affiliation with Johnson City Medical Center to provide clinical training for 
medical students and residents in the area of family medicine and psychiatric services.  MSHA has 
existing transfer agreements with other area hospitals including those in the Wellmont Health 
System and Laughlin Memorial Hospital. 
 
 
QUALITY MEASURES 
 
JCMC is licensed as an acute care hospital, pediatric general hospital, and level 1 trauma center by 
the Tennessee Department of health, Board for Licensing Health Care Facilities and accredited by 
The Joint Commission. 
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SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

MAGNETIC RESONANCE IMAGING SERVICES 
Standards and Criteria 

1. Utilization Standards for non-Specialty MRI Units.   

a. An applicant proposing a new non-Specialty stationary MRI service should project 
a minimum of at least 2160 MRI procedures in the first year of service, building to 
a minimum of 2520 procedures per year by the second year of service, and 
building to a minimum of 2880 procedures per year by the third year of service 
and for every year thereafter. 

The applicant’s two existing MRI units provided 6467 scans in 2015, 0r 3,234 per 
unit.  The addition of a third MRI on the main campus will result in the volume 
being distributed over the three units.  The applicant anticipates an additional 
1,048 inpatient and outpatient scans, with an average of 2,505 scans per unit. 

b. Providers proposing a new non-Specialty mobile MRI service should project a 
minimum of at least 360 mobile MRI procedures in the first year of service per day 
of operation per week, building to an annual minimum of 420 procedures per day 
of operation per week by the second year of service, and building to a minimum of 
480 procedures per day of operation per week by the third year of service and for 
every year thereafter. 

Not Applicable. 

c. An exception to the standard number of procedures may occur as new or 
improved technology and equipment or new diagnostic applications for MRI units 
are developed.  An applicant must demonstrate that the proposed unit offers a 
unique and necessary technology for the provision of health care services in the 
Service Area. 

Not Applicable. 

d. Mobile MRI units shall not be subject to the need standard in paragraph 1 b if 
fewer than 150 days of service per year are provided at a given location.   
However, the applicant must demonstrate that existing services in the applicant’s 
Service Area are not adequate and/or that there are special circumstances that 
require these additional services. 

Not applicable. 

e. Hybrid MRI Units.  The HSDA may evaluate a CON application for an MRI “hybrid” 
Unit (an MRI Unit that is combined/utilized with other medical equipment such as 
a megavoltage radiation therapy unit or a positron emission tomography unit) 
based on the primary purposes of the Unit. 
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Not applicable. 

2. Access to MRI Units.  All applicants for any proposed new MRI Unit should document that 
the proposed location is accessible to approximately 75% of the Service Area’s population.  
Applications that include non-Tennessee counties in their proposed Service Areas should 
provide evidence of the number of existing MRI units that service the non-Tennessee 
counties and the impact on MRI unit utilization in the non-Tennessee counties, including 
the specific location of those units located in the non-Tennessee counties, their utilization 
rates, and their capacity (if that data are available). 

The applicant’s service area is Carter, Green, Sullivan, and Washington counties.  Seventy-
seven per cent of JCMC’s MRI patient population originated from the service area counties. 

3. Economic Efficiencies.  All applicants for any proposed new MRI Unit should document that 
alternate shared services and lower cost technology applications have been investigated 
and found less advantageous in terms of accessibility, availability, continuity, cost, and 
quality of care. 

JCMC had three options they considered in regard to this project.  The first option was to 
maintain the status quo.  This was rejected because the 4 weeks wait time for adult 
moderate sedation procedures and 5.5 weeks wait times for pediatric moderate sedation 
procedures; and 2 weeks for anesthesia procedures for adult and pediatric were 
unacceptable.   
 
The applicant considered the initiation of mobile MRI services but this was rejected due to 
cost and location.  The applicant determined the purchase of a 1.5 Tesla scanner was the 
most cost effective and clinically appropriate solution. 
 

 

4. Need Standard for non-Specialty MRI Units. 

A need likely exists for one additional non-Specialty MRI unit in a Service Area when the 
combined average utilization of existing MRI service providers is at or above 80% of the 
total capacity of 3600 procedures, or 2880 procedures, during the most recent twelve-
month period reflected in the provider medical equipment report maintained by the HSDA.  
The total capacity per MRI unit is based upon the following formula:  

Stationary MRI Units:  1.20 procedures per hour x twelve hours per day x 5 days per week 
x 50 weeks per year = 3,600 procedures per year 

Mobile MRI Units:  Twelve (12) procedures per day x days per week in operation x 50 
weeks per year.  For each day of operation per week, the optimal efficiency is 480 
procedures per year, or 80 percent of the total capacity of 600 procedures per year. 

 
Service Area MRI Utilization 

County Facility Number 
of Units 

2013 2014 2015 

Carter Sycamore 
Shoals Hospital 

.85 1719 1880 1818 
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Carter Medical Care 
PLLC 

.15   126 

Greene Laughlin 
Memorial 
Hospital 

2 3159 3248 3284 

Greene Takoma 
Regional 
Hospital 

1 1610 2224 1880 

Sullivan Appalachian 
Associates PC 

1 214 183 0 

Sullivan Bristol Regional 
Medical Center 

2 6323 6151 8452 

Sullivan Holston Valley 
Imaging 

3 8787 6516 8970 

Sullivan Holston Valley 
Medical Center 

1 3326 2867 3148 

Sullivan Indian Path 
Medical Center 

1 2807 2913 3173 

Sullivan Meadowview 
Outpatient 
Diagnostic 

Center 

1 4350 4187 4178 

Sullivan Sapling Grove 
Outpatient 
Diagnostic 

Center 

1 2245 2231 2158 

Sullivan Volunteer 
Parkway 

Imaging Center 

1 1239 1153 1413 

Washington Appalachian 
Orthopaedic 
Associates 

1 188 123 0 

Washington Franklin Woods 
Community 

Hospital 

1 3529 3772 4432 

Washington Johnson City 
Medical Center 

2 6617 6575 6467 

Washington Mountain States 
Medical Center 
at Med Tech 

Pkwy 

1 2448 2328 2666 

Washington Watauga 
Orthopaedics  

1 2337 2221 2465 

 Total 21 50,496 48,572 54,630 

HSDA Equipment Registry 
 
The service area utilization is 90.3% of capacity, while JCMC is 112.3% of capacity (2880). 
 

 

5. Need Standards for Specialty MRI Units. 

a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to acquire a 
dedicated fixed or mobile breast MRI unit shall not receive a CON to use the MRI 
unit for non-dedicated purposes and shall demonstrate that annual utilization of 
the proposed MRI unit in the third year of operation is projected to be at least 
1,600 MRI procedures (.80 times the total capacity of 1 procedure per hour times 
40 hours per week times 50 weeks per year), and that: 

 
1. It has an existing and ongoing working relationship with a breast-imaging 

radiologist or radiology proactive group that has experience interpreting breast 
images provided by mammography, ultrasound, and MRI unit equipment, and 
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that is trained to interpret images produced by an MRI unit configured 
exclusively for mammographic studies; 

 
2. Its existing mammography equipment, breast ultrasound equipment, and the 

proposed dedicated breast MRI unit are in compliance with the federal 
Mammography Quality Standards Act; 

 
3. It is part of or has a formal affiliation with an existing healthcare system that 

provides comprehensive cancer care, including radiation oncology, medical 
oncology, surgical oncology and an established breast cancer treatment 
program that is based in the proposed service area. 

 
4. It has an existing relationship with an established collaborative team for the 

treatment of breast cancer that includes radiologists, pathologists, radiation 
oncologists, hematologist/oncologists, surgeons, obstetricians/gynecologists, 
and primary care providers. 

Not applicable. 

b. Dedicated fixed or mobile Extremity MRI Unit.  An applicant proposing to institute 
a Dedicated fixed or mobile Extremity MRI Unit shall provide documentation of the 
total capacity of the proposed MRI Unit based on the number of days of operation 
each week, the number of days to be operated each year, the number of hours to 
be operated each day, and the average number of MRI procedures the unit is 
capable of performing each hour.  The applicant shall then demonstrate that 
annual utilization of the proposed MRI Unit in the third year of operation is 
reasonably projected to be at least 80 per cent of the total capacity. Non-specialty 
MRI procedures shall not be performed on a Dedicated fixed or mobile Extremity 
MRI Unit and a CON granted for this use should so state on its face. 

Not applicable. 
 

c. Dedicated fixed or mobile Multi-position MRI Unit.  An applicant proposing to 
institute a Dedicated fixed or mobile Multi-position MRI Unit shall provide 
documentation of the total capacity of the proposed MRI Unit based on the 
number of days of operation each week, the number of days to be operated each 
year, the number of hours to be operated each day, and the average number of 
MRI procedures the unit is capable of performing each hour.  The applicant shall 
then demonstrate that annual utilization of the proposed MRI Unit in the third year 
of operation is reasonably projected to be at least 80 per cent of the total capacity. 
Non-specialty MRI procedures shall not be performed on a Dedicated fixed or 
mobile Multi-position MRI Unit and a CON granted for this use should so state on 
its face. 

Not applicable. 

6. Separate Inventories for Specialty MRI Units and non-Specialty MRI Units.   If data 
availability permits, Breast, Extremity, and Multi-position MRI Units shall not be counted in 
the inventory of non-Specialty fixed or mobile MRI Units, and an inventory for each 
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category of Specialty MRI Unit shall be counted and maintained separately.  None of the 
Specialty MRI Units may be replaced with non-Specialty MRI fixed or mobile MRI Units and 
a Certificate of Need granted for any of these Specialty MRI Units shall have included on 
its face a statement to that effect.  A non-Specialty fixed or mobile MRI Unit for which a 
CON is granted for Specialty MRI Unit purpose use-only shall be counted in the specific 
Specialty MRI Unit inventory and shall also have stated on the face of its Certificate of 
Need that it may not be used for non-Specialty MRI purposes. 

The additional MRI unit proposed in this project will be a non-specialty MRI unit and will be 
reported in the non-specialty category. 

7. Patient Safety and Quality of Care.  The applicant shall provide evidence that any proposed 
MRI Unit is safe and effective for its proposed use. 

A.  The United States Food and Drug Administration (FDA) must certify the proposed MRI Unit for 
clinical use. 

Siemens Healthcare and the FDA provided documentation regarding the equipment 
associated with the project. 

B The applicant should demonstrate that the proposed MRI Procedures will be offered in a 
physical environment that conforms to applicable federal standards, manufacturer’s 
specifications, and licensing agencies’ requirements. 

The applicant ensures the physical environment resulting from the project complies with all 
applicable federal standards, manufacturer’s specifications, and licensing agencies’ 
requirements. 

c. The applicant should demonstrate how emergencies within the MRI Unit facility will be 
managed in conformity with accepted medical practice. 

JCMC currently has protocols in place to appropriately care for emergent patients, and no 
changes to those will be made as a result of the project. 

 
d. The applicant should establish protocols that assure that all MRI Procedures performed are 

medically necessary and will not unnecessarily duplicate other services. 

MSHA has established protocols across all facilities’, radiology departments and central 
business office to ensure that all MRI procedures performed are medically necessary. 
 

e. An applicant proposing to acquire any MRI Unit or institute any MRI service, including 
Dedicated Breast and Extremity MRI Units, shall demonstrate that it meets or is prepared 
to meet the staffing recommendations and requirements set forth by the American College 
of Radiology, including staff education and training programs. 

JCMC’s MRI services are accredited by the American College of Radiology. 

f. All applicants shall commit to obtain accreditation from the Joint Commission, the 
American College of Radiology, or a comparable accreditation authority for MRI within 
two years following operation of the proposed MRI Unit. 

JCMC’s MRI services are accredited by the American College of Radiology. 
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g. All applicants should seek and document emergency transfer agreements with local 
area hospitals, as appropriate. An applicant’s arrangements with its physician medical 
director must specify that said physician be an active member of the subject transfer 
agreement hospital medical staff. 

MSHA has existing transfer agreements with other area hospitals including those in the 
Welmont Health System and Laughlin Memorial Hospital. 

7. The applicant should provide assurances that it will submit data in a timely fashion as 
requested by the HSDA to maintain the HSDA Equipment Registry.   

 

JCMC agrees to provide all required data. 

8. In light of Rule 0720-11.01, which lists the factors concerning need on which an 
application may be evaluated, and Principle No. 2 in the State Health Plan, “Every citizen 
should have reasonable access to health care,” the HSDA may decide to give special 
consideration to an applicant: 

 
a. Who is offering the service in a medically underserved area as designated by the 

United States Health Resources and Services Administration. 

Carter County is designated as a MUI. 

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the Bureau of 
TennCare Essential Access Hospital payment program; or 

JCMC is a Level 1 Trauma Center and a Pediatric General Hospital. 

c. Who provides a written commitment of intention to contract with at least one 
TennCare MCO and, if providing adult services, to participate in the Medicare 
program; or 

JCMC participates in multiple TennCare/Medicaid MCOs that serve the area. 

 
d. Who is proposing to use the MRI unit for patients that typically require longer 

preparation and scanning times (e.g., pediatric, special needs, sedated, and 
contrast agent use patients).  The applicant shall provide in its application 
information supporting the additional time required per scan and the impact on the 
need standard. 

The MRI services as part of the project will be provided for inpatients, outpatients, 
and patients requiring emergency services.  The clinical applications include MRI 
procedures requiring sedation, including anesthesia, for both adults and pediatric 
patients.  Other clinical applications include advanced neurology capabilities with 
diffusion/perfusion, high resolution angiography and abdominal imaging, and total 
body imaging utilized for oncology studies. 

 
 


